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SUBJECT: COMMODITY SITUATION 

REF: A. STATE 159320, B. STATE 163272 

1. UPON MY RETURN TO TEHRAN I REVIEWED AS A MATTER OF 
URGENCY COMMODITY SITUATION INCLUDING WHAT HAS BEEN 
PASSED TO THE IRANIANS (AMBASSADOR ZAHEDI AND BANK 
OMRAN, REF A) ON OUTLOOK FOR COMMODITY SALES UNDER 
PL-480 AND CCC. IN LIGHT OF CONVERSATIONS I HELD IN 
WASHINGTON ON MY RECENT VISIT, I CONCLUDE PRESENT 
SITUATION AS REFLECTED IN REFTELS COULD HAVE ALMOST 
DISASTROUS EFFECTS ON IRANIAN FOOD SITUATION AND POLICY, 

AS WELL AS ON OUR RELATIONS WITH IRAN. OUTLOOK IS 
EXTREMELY BLEAK AND I BELIEVE WE SHOULD BE AS CANDID 
AS POSSIBLE WITH THE IRANIANS SO THAT THEY CAN BETTER 
ADJUST AND DEVISE ALTERNATIVE POLICIES. 

2. IRAN IS HEAVILY DEPENDENT ON US SOURCES FOR GRAIN 
AND VEGETABLE OIL. IN RECENT YEARS IT HAS BOUGHT FROM 

US ABOUT 700,000 TONS ANNUALLY WHEAT (MOSTLY WESTERN WHITE) 
AND 70,000 TONS OF OIL. GOI IS ALREADY SUBSIDIZING BREAD 
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PEOPLE FOR WHOM BREAD IS MAIN SOURCE OF NOURISHMENT. 

WITH SHARP RISE OF WHEAT PRICES THIS SUBSIDY WILL HAVE 
TO BE RAISED ACCORDINGLY, ASSUMING WHEAT IS AVAILABLE 
FOR IMPORT AT WORLD PRICE, IN ORDER PREVENT POPULAR UNREST. 

3. WE ARE ALREADY HEARING STATEMENTS OF CONCERN AND 
UNHAPPINESS OVER COMMODITY OUTLOOK. SO FAR FROM THOSE 
DIRECTLY INVOLVED IN PROCUREMENT SUCH AS BANK OMRAN 
OFFICIALS. WE CAN CONFIDENTLY ANTICIPATE, HOWEVER, THAT 
LEVEL AT WHICH CONCERN IS EXPRESSED WILL QUICKLY RISE-- 
FVF.NTI TALLY TO THE TOP. 

4. FACTS OF WORLD COMMODITY SITUATION ARE SUCH THAT 
THERE IS OBVIOUSLY NO EASY WAY OUT. OUR INABILITY 

TO SUPPLY COMMODITIES AT PREVIOUS LOW PRICES (AND IN 
CASE OF SOME OUR INABILITY TO SUPPLY AT ALL) WILL DIS- 
PLEASE GOI, NO MATTER HOW WE PRESENT FACTS. TO KEEP 
THIS DISPLEASURE AT LOWEST POSSIBLE PITCH, I BELIEVE THAT 
I SHOULD BE IN POSITION FRANKLY TO LAY BEFORE GOI, 

POSSIBLY INCLUDING SHAH, FACTS IN THEIR COLDEST, MOST 
ACCURATE FORM. I WOULD LIKE TO DO THAT AT EARLIEST POS- 
SIBLE TIME, GOING TO GOI BEFORE SOME HIGH OFFICIAL CALLS ME 
IN TO EXPRESS HIS CONCERN. BY DOING THAT I BELIEVE THAT WE 
MAY FORESTALL CHARGES OF BAD FAITH. 

5. TO BE ABLE TO MAKE THIS APPROACH I NEED (A) IN 
EASILY USABLE FORM LATEST AND MOST ACCURATE AND 
COMPLETE FIGURES AVAILABLE ON OUTLOOK FOR COMMODITY 
SUPPLIES AND PRICES FOR THIS AND NEXT YEAR; (B) WELL 
REASONED EXPLANATION OF CAUSES OF CURRENT SHORTAGES, AND 
(C) RATIONALE FOR ANY EXCEPTIONS WE MAY BE MAKING OVER- 
SEAS WHICH WILL QUICKLY COME TO ATTENTION OF GOI. I 

WOULD ALSO APPRECIATE BEING INFORMED ABOUT WHAT WE CAN TELL 
IRANIANS HOW COMMODITY SITUATION IS SHAPING UP NEXT 
YEAR AND WHAT IRAN MAY REASONABLY EXPECT. 

HELMS 
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